STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the Matter of the Application of
AMERITECH COMMUNICATIONS, INC
for a License 10 Provide Basic

Local Exchange Service to Ameritech
Michigan and GTE North, Inc.

Exchanges in Michigan

Case No, U-11033

N N N S .

REPLIES TO EXCEPTIONS OF
TCG DETROIT, INC.

In their respective Excertions to the Proposal for Decision ("PFD”), the Commission Staff
(“Staf"y asd AT&T Cormunications of Michigan, Inc. (“AT&T") noted that cemain of the

Administrative Law Judge's ("ALT") dndings or conclusions in his PFD were incorrect because they

conflicted with the express provisions and intent of the Federal Telecommunications Ac: 2
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(“FTA") and with the Feceral Communications Commuission’s (“FCC”) recently issued Netice of
Propesed Rulemaking ("NPRM) regarding implementation and enfercement of the sai2guards
contained in Sections 271 and 272 of the FTA! In its Exceptions, SiafT states that the ALJ erred in
concluding that a joint marketing arrar.gement berween Ameritech Commurications, Inc. ("ACI™) znd

-

Ameritech Michigan is not a viable ortion for ACT as opposed to obtaining a license ¢ provide

-

asic

'In the Marnter of Implementation of the Non-Accounting Safeguards of Sections 271 and 272
of the Communications Act of i$3-=, as amended, and Regulatery Treatment of LEC Provision of
irterexchange Services Origrating in the LEC's Local Exchange Area. CC Docker No. §8-148 Juiv

18, 15%6.



local exchange service to offer “one stop shopping” bundled' telecommunication services. Siaff
argued that Cohgress, in enacting the FTA, envisioned joint marketing with respect to basic local
exchange and interLATA services and not integrated marketing as proposed by ACI. S:aff also
argued that its position with respect to joint marketing is further supporied by the recent NPRM
ssued bv the FCC on July 18, 1956, which again focuses on joint marketing as opposed to integrated

rketing as proposed by ACL.  Staff correctly argued in its Exceptions that the intent of the FTA,

m
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which seems 1o be confirmed by the FCC in its NPRM, is to prevent Bell Operating Comrarnies
("B3OCT) Fom improperiy using thelr market power in the local exchange marke: against compeitors
in the interLATA telecommunications services market, and thus does not envision iniegraied

marketing tv BOCs ACT's request Jor a license for basic local exchange to provice integrated
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e directly contrary to Cengress’ legislative intent

In its Exceptions. AT&T also referenced the NPRM issued by the FCC to demonsirate why
te ALJ errad in &ncing that the “Cetermuning question” in this case with resgect to the pubiic interest
is how zranting ACI a license to provide basic local exchange service will impact the market for all
telecommunication services. As pointed out by TCG Detroit in its Exceptions, as well as other
irtervenors and Staf, the ALJ erred by basing fus recommendation to grant ACT a license 1o provice
Sasic locai exchange senvice on ihe impact it would have on the market for all telecommurnicasions

envices, inciuding interLATA long distance, and by doing so improperly exceeded the scoge of:nis
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oroceeding. As noted tv AT&T zt page 7 of its exceptions, Congress determined that the FCC_and

not state commissions. have auzhority 1o determine the public interast in the interL AT A marker

Recognizing that the FCC issued its NPRM on July 18, 1996, the same day on which the ALJ issued

his PFD in this case, it would rot be entirelv fair 10 say that the ALJ erred 5y not consicering the

[p)



NPRM when he issued his PFD in making his findings as to the putiic interest in this proceeding
However, the FCC's NPRM merely crysiallized what already seemed to be clear from the FTA, that

state commissions could not make determinations on their own as to the public interest with respect

10 all telecommunications services. especially interLATA service. In making its findings with respect

1o ACI's azplication for a license in this case, the Commission shou:d take into consideraicn the
FCC’s recent NPRM. and should reject ACI's request for a license to provide basic local exchange

service in trus case.

In his Excepticns, the Antormev General raised an interesting point which bears repeating 2nd

(%]

which the Commission should keep in mind when assessing ACI's application for a license in 1
case. Tre Ancmey General aliucec (0 criminal proceedings in which prior bad acts is inadmissicie
{0 prove present conduct, but argued that in the context of this contesied case the Commissicn should
consider Ameritech’s past conduct in determining whether the putlic interest woulc be samed v

granting ACI a license in this case. Althcugh the ALJ in his PFD recognized that Ameritech’s

conduct heretcrore has been “less than 2xemplary,” he nevertheless contended that it is unrezscnadle
to assume ACI cr its affiiates would viclate express provisions of the law rproseriting ani-
comperitive conduct. The ALJ's Snding is troubling since statutory proscriplions against anii-

compettive conduct have alreacy existed and Ameritech has viciated them. The evicence presentad
i this case nas cruy reaffiimmed this concern. Given Ameritech’s histery, it is unreasonabiz (¢ meraiv

relv upon promises of compiiance Wil starutory restrictions when Ameritech has shown that it has
not dene so already.  The potential harm against competitors and corsumers is 100 signifcani 1o reiv

on ihis biind faith thar Ameritech wiil now, contrary to its history, conduct itseif properlv and !



compiiance with the law. The Commission should therefore reject ACI's application for a license
to provide basic local exchange service.

Respectfully submutted,

TCG Detroit, Inc

By Its Attorneys
CLARKHILL P/.]7.C_
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/7 ; Lrv 'v’/ A

Roderick S. Coy (P12290)
Stewart A. Binke (P47149)
200 N Capitel Ave, Ste. 6C0
Lansing, MI 48933

(317) 484-4431

Douglas W' Trzbans

233 S. Wacker Dr., Ste. 21C0
Chicago, IL 60606

(312) 705-982¢

Datec: August 3, 1556
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ILLINOIS COMMERCE COMMISSIOY ¢ ]
By J

Office of General Counsel

January 7, 1997

Ms. Donna Caton

Chief Clerk

Illinois Commerce Commission

527 East Capitol Street

P.O. Box 19280

Springfield, Illinois 62794-9280

Re: Ill. C.C. Docket 56-0404

Dear Ms. Caton:

Enclosed for filing in the above-referenced docket please find
an original and four copies of the "Supplemental Rebuttal Testlmonyf
of the Staff of the Illinois Commerce Commission". Also enclcsed
is a Notice of Filing and Certificate of Service. // //

Please acknowledge receipt by date stampi é/; dupllcate dppy
of this letter and returning it to me in the g£nvelope provide

//\/ /

4 //

Ja
G " DARRYL REED~
Illinois Commerce Commission
Office of General Counsel
160 North LaSalle Street
Suite C-800
Chicago, Illinois 60601
(312) 793-2877

Sinceye

Counsel for the Staff of the
Illinois Commerce Commission

GDR/bjm
cc: Service list (w/encls.)

160 North LaSalle Street, Suite C-800, Chicago, Hlinois 60601-3104
Teiephone (312] 793-2877 Fax (312) 793-1556 TDO ("VATY"] (312] 814-5845



STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION

ILLINOIS COMMERCE COMMMISSION
On Its own Motion
86-0404
Investigation concerning Illinois Bell :
Telephone Company’s compliance with :
Section 271(c) of the Telecommunications :
Act of 1996 :

NOTICE OF FILING

YOU ARE HEREBY NOTIFIED that I have, on this 7th day of
January, 1997, forwarded to the Chief Clerk of the TIXlinois
Commerce Commission, for filing in the above-captioned docket, the
"Supplemental Rebuttal Testlmony of the ff of the /Illinois

Commerce Commission", copies of which are/Hergby
/),
G.“Darryl Reéed
Illinois C erce Commission

Office of General Counsel
160 North LaSalle Street
Suite C-800

Chicago; Illinois 60601
(312) 793-2877

CERTIFICATE OF SERVICE

I HEREBY CERTIFY that copies of the foreg01ng Notice, together
with the documents referred to therein, wére served upon .’ ‘the
parties on the attached Service List, by f;fst-class mail, proper
postage prepaid Chicago, Illinois, on this 7th day of January, 1997
or by hand-delivery on January 7, 1997. [/ . / |
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MARY ALBERT, RCBERT G. BERGER,
MICHAEL C. W

SWIDLER & BERLIN, CHARTERED
STE. 300

3000 K STREET, N.W.
WASHINGTCN, OC 20007

PATRICIA A. CAINE
AMERITECH ADVANCED DATA
SERVICES OF ILLINOIS, INC.
225 W. RANDOLPH, STE. 23C
CHICAGO, I[L 60606

JANICE A. DALE
PEOPLE OF THE STATE OF [LLINOIS

12TH FLOOR
100 WEST RANDOLPH STREET
CHICAGO, It 60601

RUTH DURBIN

MFS INTELENET OF ILLINOIS, INC.
16TH FLOOR

1 TOWER LANE

DAKBROOK TERRACE, IL 60181

CHARLES J. GARDELLA, TIM GARDELLA
WORLDCOM, INC.

STE. 490

2800 RIVER ROAD

DES PLAINES, IL 60018

RICHARD GOLDSTEIN
MICROWAVE SERVICES, INC.
VICE PRESIDENT

200 GATEWAY TOWERS
PITTSBURG, PA 15222

CARRIE HIGHTMAN

SCHIFF HARDIN & WAITE
CONSOLIDATED COMMUNICATIONS
7200 SEARS TOWER

CHICAGO, IL 60606

JOSEPH XAHL

MFS INTELENET OF ILLINOIS, INC.
DIRECTOR-REGULATORY AFFAIRS

6 CENTURY DR., STE. 300
PARSIPPANY, NJ 07054

CLYDE KURLANDER

SUITE 2315
THREE FIRST NATIONAL PLAZA
CHICAGO, IL 60602

GERALD A. AMBROSE

SIDLEY & AUSTIN

ONE FIRST NATIONAL PLAZA
CHICAGO, L 60603

JOAN CAMPION
MC! TELECOMMUNICATIONS CCRPORATION

SUITE 3700
205 N. MICHIGAN AVE.
CHICAGO, IL 60601

WILLIAM A. DAVIS, CHERYL URBANSKI, C.
E. WATSON

AT&T COMMUNICATIONS OF ILLINOIS, INC.
STE. 1300

227 W. MONROE ST.

CHICAGO, IL 60606

MICHAEL EARLS, J. M. LEE
TCG ILLINOIS, INC.

STE. 302

TWO TELEPORT DR.

STATEN [SLAND, NY 10311 1011

RONALD W. GAVILLET, ROBERT R. NEUMANN
USK COMMUNICATIONS, INC.

SUITE 401
10 SOUTH RIVERSIDE PLAZA
CHICAGO, IL 60606

STEPHEN C. GRAY

MCLEQO TELEMANAGEMENT, INC.
TOWN CENTRE, STE. 500

221 THIRD AVENUE SE

CEDAR RAPIDS, [A 52401

ANOREW O. ISAR

TELECOMMUNICATIONS RESELLERS
ASSOCIATION

P.0. BOX 2461

GIG HARBOR, WA 98335 4461

HENRY T. KELLY, JOHN F. WARD, MICHAEL
W. WARD

O'KEEFE, ASHENDEN, LYONS & WARD

30 N. LASALLE ST., STE. 4100

CHICAGO, IL 60602

ROSALIE J. LEIB

BIGINET COMMUNICATIONS INC. - MIDWEST
CORPORATE COUNSEL

310 W. WISCONSIN AVE., #1000
MILWAUKEE, Wi 63203-2200

KECIA BONEY, RANDALL B. LOWE
PIPER & MARBURY, L.L.P.

1200 NINETEENTH STREET, N.W.
WASHINGTON, OC 20036-2430

DAVID R. CONN

MCLEQD TELEMANAGEMENT, [NC.
TOWN CENTRE, STE. 500

221 THRID AVENUE SE

CEDAR RAPIDS, IA 52401

LISA A. DEALBA

MC! METRO ACCESS TRANSMISSICN SERVICES
SUITE 3700

205 N. MICHIGAN AVE.

CHICAGO, IL 60601

DANE ERSHEN

SBMS ILLINOIS SERVICES, INC.
930 NATIONAL PARKWAY
SCHAUMBURG, 1L 60173

DAVID H. GEHARDT

ILLINOIS BELL TELEPHONE COMPANY
V.P. REGULATORY AFFAIRS

555 EAST COOK STREET, FL. 1E
SPRINGFIELD, IL 62721

JULIE GRIMALDI, RACHEL C. LIPMAN
SPRINT COMMUNICATIONS L.P.

D/B/A SPRINT COMMUNICATIONS
8140 WARD PARKWAY

KANSAS CITY, MO 66114

ALAN JASTCZEMSK]

TELEFIBER NETWORKS OF IL, INC,
688 INDUSTRIAL DRIVE
ELMHERST, IL 60126

MADELON KUCHERA

TCG ILLINOIS, INC.
STE. 2100

233 S. WACKER DR.
CHICAGO, IL 60606

HELEN LEVINE, ALAN SMITH
PREFERRED CARRIER SERVICES, INC.
STE. 200

1425 GREENWAY ORIVE

IRVING, TX 75038



CALVIN MANSHIO
MANSHIO & WALLACE

4753 N. BROADWAY AVE. STE. 732
ZHICAGO, [L 60640

WILLIAM E. MCQUEEN
AT&T CCMMUNICATIONS OF [LLINOIS, INC.

FL. E
913 SOUTH SIXTH STREET
SPRINGFIELD, IL 62703

J. L. PATRICX, ED PENCE, KRISTEN SMOOT
CONSOLIDATED COMMUNICATIONS TELECOM
SERVICES, INC.

121 S, 17TH STREEY

KATTOCN, 1L 61938

LOUISE SUNDERLAND
ILLINOIS BELL TELEPHONE COMPANY

FL. 278
225 W. RANDOLPH ST.
CHICAGO, IL 60606

RICHARD VANDERWOUDE

ONE-STCP COMMUNI[CATIONS, INC.
PRESICENT

15 SALE CREEX LANE

HINSDALE, IL 60621

MICHAEL GUERRA

HEARING EXAMINER

TLLINGIS COMMERCE COMMISSION

160 N. LASALLE STREET, STE. C-800
CHICAGO, IL 60601-3104

STEPHEN J. MOORE

ROWLAND & MOORE

SUITE 3230

55 EAST MONROE STREET
CHICAGO, ILLINOIS 60603

JOAN MARSH

AT&T COMMUNICATIONS OF ILLINOIS, INC.
STE. 1300

227 W. MONROE ST.

CHICAGO, IL 60606

DENNIS K. MUNCY, JOSEPH D. MURPHY
MEYER, CAPEL, HIRSCHFELD, MUNCY & JAHN
306 WEST CHURCH STREET

P.0. BOX 6750

CHAMPAIGN, 1L 61826 6750

HAL B. PERKINS
DIGITAL SERVICES CORPORATION
D/8/A YIRGINIA DIGITAL SERVICE
2300 CLARENDON BLVD. STE. 2300
ARLINGTON, VA 22201

JOHN F. THARP

THE ILLINOIS TELEPHONE ASSOCIATION
300 EAST MONROE STREET

P.0. BOX 730

SPRINGFIELD, IL 62705

GCRDON P. WILLIAMS
MCI METRO ACCESS TRANSMISSION SERVICES
SENIOR ATTORNEY

2400 N. GLENVILLE DRIVE
RICHARDSON, TX 75082

JAKE JENNINGS

[LUINQIS COMMERCE CCMMISSION

527 EAST CAPITOL AVENUE
SPRINGFIELD, ILLINOIS 62794-9280

ALLEN HUBBARD

ACCESS NETWORK SERVICES
300 WEST SERVICE ROAD
P.0. BOX 10804
CHANTILLY, VA. 20153

SCOTT MCMAHON
LCl INTERNATICNAL CCRP.

SUITE 800
8180 GREENSBORO DRIVE
MCLEAN, VA 22102

ANTHONY PALAZZCLO
A.R.C. NETWORKS, INC.
DIRECTOR-BUSINESS DEVELOPMENT
160 BROADWAY, STE. 908

NEW YORK, NY 10038

GLEN RICHARDS, KEVIN M. WALSH

FISHER, WAYLAND, COOPER, LEADER & 1ARA
2001 PENNSYLVANIA AVE., N.W
WASHINGTON, DC 20006

DOUGLAS W. TRABARIS
TCG ILLINOLIS, INC.
STE. 2100

233 5. WACKER OR.
CHICAGO, It 50606

STACY BUECKER

[LLINOIS COMMERCE COMMISSION

527 EAST CAPITOL AVENUE
SPRINGFIELD, ILLINOIS 62794-5258

CHARLOTTE TERKEURSY

ILLINOIS CCMMERCE COMMISSICN

527 EAST CAPITOL AVENUE
SPRINGFIELD, ILLINOIS 62794-5z:C



SUPPLEMENTAL REBUTTAL TESTIMONY
CF

CHARLOTTE F. TERKEURST

TELECOMMUNICATIONS DIVISION
ILLINOIS COMMERCE COMMISSION

Docket 96-0404

January 1897
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Q. Please state ycur name and business address.
A, My name is Charliotte F. TarKeurst and my business address s

527 East Capitol Avenue, Springfield, Illinois.

Q. Are you the same Charlotte F. TerKeurst who filed direct and
rebuttal testimony in this proceeding?

A, Yes, I am.

Q. What is the purpcse of your supplemental rebuttal tsstimony
in this proceading?

A I address several issues raised by Illinois Bell Telephone
Company ("Ameritecn Illinois" or "AI") in its rebuttal and
supplemental rebuttal filings. I update the status of
negotiations between new entrants and Ameritech Illinois. In
addition, I address whether certain new carriers provide
telephone exchange service to rasidential customers and whether
they are predominantly facilities-based, as required by Section

271 (c) (1) {Aa) of the federal Telecommunications Act of 15%6 ("the

t

1996 Act"). I address Ameritech Illinois’ proposed Statement of
Generally Available Terms ("SGAT" or "General Statement").
Finally, I address the role of most favored nation ("MFN")
clauses and other factors relevant in assessing checklist
compliance.

For consistency, my supplemental rebuttal testimony follows
the basic ocutline used in my direct and rebuttal testimony

submitted previously (ICC Staff Exhibits 1.00 and 1.01).
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A. Americzech Illincis witness David #. Gebhardt states that the
purpose cf the supplemental rebuttal cestimony is to provide

additional information reguested by Staff (AI Ex. 1.2 at 1).

Q. What iIs your general view of Ameritech Illinois’

=

-

supplemental rebuttal testimony, considering Mr. Geb

Q)
(r
0]

rh
rh

statement oI the purpose ¢ the testimony?

A. Ameritacn Illincis’ supplemental rebuttal testimony <dces
provide certain additional information that Staff recommenced ke
required kefore the Commission determines the extent to wnich
Ameritecn Illinois has complied with the requirements in Secticn
271 of the 1996 Act. It also updates the "information to reflect
several developments since Ameritech Illinois’ prior Zilings.

I want to emphasize that the concerns expressed in Stafi’'s
direct and rebuttal testimony were not just that inadeguace
information had been submitted. Although Staff pointed out that
necessary information was missing, the main thrust oI Stafi’s
testimony was that Ameritech Illinois’ local market had not, and
still has not, been opened to competition to the extent required
by Secticon 271. It is clear that no amount of additional
information can cure this deficiency at present.

While saying this, I recognize that significant procress has

peen made since Ameritech Illinois’ initial filings in this
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rebuttal testimony regarding events that nave occurred altar

-p

Ameritech Illinois’ supplemental rebuttal zastimony was Iiled.

However, Staff contirnues to conciude that Ameritech Illiincis has

not yet met the full Section 271 reqguiremenc Further

developments are needed before it can be determined that the

Section 271 conditions have been met.

The "Mix and Match®

b

ssue

Q. Please raspend -0 Ameritech Illinois’ pesition that a BCC

[

may satisiy the "residentia

(D
0
,J
[N
]
'
or
',.l
W
)_.l

271 (c) (1) (A) through one competitor operating in the r
market and another operating in the business market. AI Rsply
Memorandum at 15

A. Ameritech Illinois set out this posifion in response o my
statement that "an agreement with a competing provider shculd be
usable to satisfy Section 271(c) only if the provider alrezdy ha
both residential and business customers." ICC Staff Ex. .00 at
7. 1 am not aware of any policy reasons Ior reguiring tchat a
single competitor serve both residential and business cusctomers,
instead of one competitor serving the residential market and

another competitor serving the business market. My scatement wa

made in the contex:t that some existing carriers are currently

b—

(D

serving only business customers and that there are not compara
carriers serving only residential customers. It is my

understanding that, in order for Ameritech Illinois to be deemed

and business" requirement in Sactic

=
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to provide an item in the Secticn 271{c) (2) (B} access and

t

interconnection checklist, it must crovide the item to at leas
one predominantly facilities-based carrier, and both residential
and business customers must be served by the carrier(s). Staff
plans to address during the briefing stage of this proceeding
whether, from a legal perspective, Ameritech Illinois’ position
that one carrier serving residential customers and another
carrier serving business customers can be used to meet this
requirement is consistent with Section 271(c) (1) (A).

The Terms "Provide" and "Is Providing"

Q. Has Ameritecnh Illinois responded to your conclusion that the
most reasonable interpretation of the term "is providing" in
Section 271{c) (1) (A) is that Ameritech Illinois must actually
furnish the access and interconnection (ICC Staff Ex. 1.00 at
15)?
A. Yes. In its Reply Memorandum, Ameritech Illincis states
that "Staff appears toc agree with Ameritech Illinois with respect
to the proper interpretation of the statutory reguirement that a
BOC be ‘providing’ access and interconnection under the agreement
on which it bases its Section 271 application." Ameritech
Illinois then cites, in apparent agresment, my testimony that the
BOC "must actually furnish the access and interconnection." Al
Reply Memorandum at 1-2.

In response, I note, first, that I was not offering a legal

interpretation of the 1996 Act, and, second, that it does not

>
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Ameritech asserts that I took cut of context its position

that "a B0OC will satisiy the requirements of Section 271 (c) (1) (A)

(1]

as soon as it has entered intoc ‘one or more binding agreements’

for interconnec:zion" (emphasis added). Ameritech Illinois
pointed our that the cited guote is from its answer to the

Commissicn’s gquestion 3, and stated that it addressed the meaning

¢ "prcviding access and interconneccion” in its respcnses Lo the
Commissicn’s questions 12 and 13. AI Reply Memorandum at 2, Iftn.

p-

Ameritech Illinois and I can guibble about whether I read
its answer to guestion 3 out of context; the answer says what it
says. However, I still disagree with Ameritech Illinois, Dbased
cn cother statements it has made, about whether it is reascnable
to f£ind that ths track A reqguirements may be met by portions cf
an agreement that are not being exercised. 1In its response to
guestion 12, Ameritech Illinois states, "a BOC satisfies Section
271(c) (2) (B) 's requirement that it ‘provide’ the ‘checklist’
items when it makes a ‘'checklist’ item available, althougn no
competitor decides to take it." AI Legal Memorandum at 20.
Similarly, Ameritech Illinois’ answer to guestion 13 states, "the
critical factor in terms of the satisfaction by a BOC of the

‘competitive checklist’ in Section 271 (c) (2)(B) is that the

‘checklist items’ are immediately available to ccmpeting
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[y

roviders oI local =xchange service, even
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a

accually Laking one cr more items because they have no need
them or otherwise crefer not to taxe them from Ameritech
Illinois." AI Legal Memorandum at 23, emphasis in origiral.

Consistent with the Legal Memcrandum, Mr. Gebhardt states in
nis rebuttal testimeny that:

any interconnecticn arrangements or other checklist items
which [Ameritech Illinois] is providing to a carrier that
satisfies the so-called "Track A" provisions of the Act must
be in place and operational. Additionally, all remainin
checklist izem(s! must be available to such carrier and
Ameritech Illinois must nave fully implemented them in the
event such car r wishes 70 obtain access to them. I do
not agree, ~c r, =—hat the extensive, post-implementation
"operational sting" which the IXCs call for is nscessary
or warranted. AI Ex. 1.1 at 6-7.

!
-
.

Mr. Gebhardt’s posizicn is consistent with the Reply Memorandum's

assertion that:

Americech Illinois’ agreements with MFS and CCT satisfy ¢
"is providing" reguirement of Sectiorn 271(c) (1) (A) becaus
under those agreements Ameritech Illinois (1) 1is actually
furnishing to MFS and CCT all of "the items included in the
checklist" cthat they "have requested" and (2) is makin
immediately availakble through the agreements and a Genera
Statement all additional checklist items that MFS and CCT
have not specifically asked to purchase. AI Reply
Memorandum az 2-3.

ne

(1]

3

n

1

r

[N (IR Y

I continue to recommend that Ameritech Illinois should be
found to meet the track A requirement that it "is providing"
access and interconnection only if the item in guestion is being
provided on a commercial basis and the competing carrier Iis
obtaining, using, and (where relevant) paying for the checklist
item. ICC Staff =x. 1.01 at 9. BAs I discussed in my direct
testimony, an agresment may contain language providing for
checklist Items on terms and conditions which do not meet the

6
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regquirzments set forcn in che 6§ Act. The new entrant may havs

3

b
\D

agresc to such terms as a trade-off to cbtain more favorazle
terms on anothar vrovision cr because it did not seriousiy plan
to uss those services. See ICC Staff Ex. 1.00 at 16. 32=2cause a
connecting carrier may not have sought or desired the mosct
reasonable terms for such items, those portions of an agreement
should not be considered in determining track A compliance. This
policy is best achieved by my recommendation that the Ccmmission
only ccnsider those items which the competing carrier s

obtaining, using, and {(whers relevant) paying for.

Seccizn 271 (cy (1) (a)

Q. In your direct testimony, you described the status of
negotiations between new entrants and Ameritech Illinois. 2Please
update this information. -

A. The Commission has approved negotiated agreements between

Ameritech Illinoils and the following carriers:

Southwestern Bell Mobile Systems ("SBMS"--Docket 95 NA-001)

MFS Intelenet of Illinois, Inc. ("MFS"--Docket 96 NA-002)

WinStar Telecommunications, Inc. ("Winstar"--Dockst ¢6 NA-
£03)
Consolidated Communications Telecom Services, Inc. {"CCT" or

"CCTS"--Docket 96 NA-005)

Commissicn review of the following negotiated agrzements is
pending:
Focal Communications Corporation (Dockat 96 NA-00€)

7
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Zascern Missouri Cesllular Limited Pzartnership, Missourl 2SA
8 Limited Partnersnip, and Missouri 11/12 Limiced
Partnership (Docket 396 NA-J307)

Southwestern Bell Mobile Systems, Inc.; SBMS Cellular
Telecommunications 3loomirgten, Inc.; Champaign CellTelCo,
Inc.; Decatur Cellular Telephone Ccmpany, Inc.; SBMS

Cellular Telecommunicaticns Springfield, Inc.; and
Texas/Illinois Cellular Limited Parctnership (Dockat 95 NA-

008)

The Commission has issued Orders in arbitration proceedings

involving aAmericech Illinois and the following carriers:

Telepcort Communications Group, Inc. ("TCG"--Docket 356 A3-
001)

AT&T Communicaticns of Illinois, Inc. ("AT&T"--Docket 95 RA2-
003/004)

MCI Telecommunications Corporation ("MCI"--Dockat 26 AB-0C5;

One arbitration docket is pending involving Ameritech

Illinois: Sprint Communications (Docket 96 AB-008), with a

statut

TCI

ory deadline of January 15, 1997. On December 20, 199§,

Telepheony Services of Illinois, Inc. {("TCI") f£iled & Regues:

for Dismissal in Docket $6 AB-C10, indicating that TCI and

Ameritech Illinois have reached a negotiated agreement which they

will

file for approval.

Agreements that combine arbitrated issues and negctiated

issues have been submitted for approval by Ameritech Illinocis and

the follewing carriers:

AT&T (Docket 96 AA-001)

TCG (Docket 96 ARA-002)
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Commission acticn in both these dockets 1s anticipated oy January
10, 1997.

To my knowlzdge, Ameritech Illinoils has not entered 1nto
agreements with any of the other ten carriers that Ameritech
Illinois reportad have requested negotiation (ICC Staff Ex. 1.00
at 22-23). Ameritech Illinois has not indicated whether

additicnal carriers have requested negotiation since Novemcer.

Q. Has Ameritech Illinois provided additicnal informaticn
regarding its interconnection agreements?
A. In my rebutzal testimony, I recommended that Ameritecnh

Illinois be instructed to provide additional information Ior each
interconnecticn agreement upon which it plans to rely in its
application to the Federal Communications Commissicn ("FCC"} fcx
interLATA relief. ICC Staff Ex. 1.01 at I4-15. In response,
Ameritech Illincis provided additional information for cnly three
carriers: TCG, MFS, and CCT. As noted above, the MFS and CCT
agreements have D>san approved and Commission consideracion of the

TCG agreement 1is expected later this week.

Q. Please assess whether, consistent with Section 271 (c) (1) (A),
TCG, MFS, and CCT are providers of telephons exchange ssrvice o
residential and business subscribers.

A, Ameritech Illinois states that it does not know whether TCG

is providing service to residential customers. AI Ex. 2.2,

Schedule 1 at 1. While TCG has not filed testimony in this
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oroceeding, it indicatad in responss to a Stafi data regusst that
it provides business sxchange service but does not provide
residential exchange sarvice. TCG Response to Staff Data Request
1, and ICC Staff Ex. 2.01. Based on the information provided by
TCG, and consistent with my testimony on the "mix and match"
issue, it appears inappropriate for Ameritech Illinois to rely on
TCG’s operations in an interLATA application.

Ameritech Illinois states that it believes that MFS provides
telephone exchange service to residential and business
subscribers. AI Ex. 2.2, Schedule 1 at 1. However, it does not
provide any support for this statement. MFS witness Ruth F.
Durbin states that MFS provides business exchangs service but
does not have any residential customers subscribing to its local
exchange service. Durbin Direct Testimony at 20. In light of
this contradictory information, I recently submitted additicnal
data reqguests to both Ameritech Illinois and MFS in an attempt LO

resolve this issue. I plan to make any responses available to

{1

.

the Commission upon receip
Ameritech Illinois states that it believes that CCT provides

telephone exchange service to both residential and business

customers (AI Ex. 2.2, Schedule 1 at 1), and Consolidated

Communications’ witness agrees (CCI Ex. 1 at 5).° Unless it is

'Scott A. Jennings submitted testimony on behalf of
Consolidated Communications Inc. ("CCI"), the parent company of
Consolidated Communications Teleccm Services Inc. He refers to
Consolidated Communicactions Telecom Services Inc. as CCTS,
whereas Ameritech Illinois uses the acronym CCT. I use the tern
CCT.

10
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Americech Illinoils should base an interLATA application.

1

j$1)

Q. What position has Ameritech Illinois taken in its rabuct

and supplemental rebuttal filings regarding which carriers should

be considered to be predominantly facilities-based for purpcses

of Section 271 (c) (1) (A)?
A. In its Reply Memorandum, Ameritech Illinois continuzs £o

assert that leased network elements constitute a competiior's

'own" facilities Ior purposes of the "facilities-based
competizor" regquirement in Section 271 (c) (1) (A). AI Reply

Memorandum at 7-10. Mr. Gebhard- states that, from a policy
perspective, any definition of "predominantly" must not e rased
on cost, but rather on the functicnal and revenue-generating
importance of the facilities to the competitor. He asserts that,
although central office investment represents only 39% ci
Ameritech Illinois’ network, it is compe:zitively the mos
significant and is the '"profit center" for local exchange
service. AI Ex. 1.1 at 13-14.

In his supplemental rebuttal testimony, Mr. Gebharat
suggests how the Commission could apply a net revenue tast, such
as suggested by MCI, if it concludes that & net revenus :Z2st is
required by the Act. Mr. Gebhardt states that it would ke

reasonable for the Commission to establish a rebu:ttable

oresumption that any new LEC which provides service using its own

11
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Q. Please respond to Ameritech’s statements.

A. I addressed the treatment of unbundled network elements in
my direct and rebuttal testimony (ICC Staff Ex. 1.00 at 26-30 and
ICC Statff Ex. 1.01 at 11-12). Aamerizach Illinois nhas presented
no new evidence that a competing carrier has enough contrecl over

an Ameritecn Illinois urbundled retwork elzment for the element

1

to be classified as the competing carrier’'s facility.

(D

{

The net rsvenue analyses that Mr. Gebhardt provided are
informative. Mr. Gebhardt provided details in response to a
Staff data request that supported his methodology and results.
However, as I alreacdy rointed out, a net revenue test may be of
limited value in determining the extent tc which a carrier is
facilities-based. This test assesses the "value added" by the
competitor, whether through its facilities, marketing, retail
functions or other means. ICC Staff Ex. 1.01 at 12-13. This
approach doesn’t accurately compare the portion of ravenues due
to other carriers’ facilities and the portion due =Zo the new
entrant’s facilities. As a result, more direct measures of
wnether a carrier is predominantly facilities-based should be

used to the extent possible.
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Q. Please respcnd to Mr. Gebhardt’'s statement that, "It woull

o}

e my expectaticn that switched-based competitors will rely

imarily on their switch to provide service to customers and

Ne)
5

will use resale vrimarily to £ill in service gaps for a multi-

location customer.® Al Ex. 1.2 at 7.

A. While some switch-based carriers may follow the scenario Mr.

Gebhardt expects, some may not. Some may begin as predominantly
resellers and migrate to switch-based service. Some may deplcy
switches in portions of the State and operate as resellers
elsewnere.

TCG declined to answer Staff’s data reguest asking it to
respond to the Commission’s guestion 20(d) regarding the extent
to which it uses its own facilities, unbundled elements, or

rescld services obtained from Ameritech Illinois, on the basis

that the information sought is highly confidential trade secrets.

TCG response to Staff Data Reguest 5.

MFS provided proprietary information regarding the extent to

which 1t uses cnly its own facilities, the extent to wnich it
purchases unbundled loops from Ameritech Illinois, and the exten
to which it uses resold bundlied services obtained from Ameritech
Illinois. This information is in Schedule 1.00 to ICC Staff Ex.
2.01P.

CCT responded that it has approximately 100 lines using
facilities that it wholly owns; approximately 4,500 lines using

Ameritech Illinois unbundled loops with CCT switching; and

approximately 100 lines that are resold Ameritech Illinois lines.

13
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Services Resale and switcnhn-based services. AT&T Respcnses Lo
Staff Zata Requests 7 and 2
Q. Please respend to Mr. Gebhardr’s conclusion that iz would be

reasonable to establish a rebuttable presumption that MFS, TCG,
and CCT satisfy a 50% net revenue test. Al Ex. 1.2 at 10.

nave indicated, MFS and CCT provided data regarding ths

1

A. As
extent to which they currently use their own facilities,

unbuncled lcops, and resal

1]
n

or tThese two companies, Mr.
Gebhardt’s net revenue analysis methodolegy, combined with the
data ragarding the extent to which they use their own facilities,
unbundled loops, or resale, indicate that they would satisfy a
S0% net revenue test. As I stated earlier, however, more direct
measures of whether a carrier is predominancly facilities-pased
are preferable.

Absent data regarding TCG’s operations, I believe it would
be unwise to establish a rebuttable presumpticn for TCC.

Further, since TCG states that it does not serve residential

4]

customers, there appears to be no need to establish ia cthi

T

record the extent to wnich TCG is facilities-based.

Q. After reviewing Mr. Gebhardt’'s net revenue analyses, do ycu
have other suggestions regarding an evaluation of the extent to

which a carrier is facilities-based?
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A, Yes. I suggest that the Commission consider a relativas-
LRSIC analysis, ccmparing LRSICs of various network elements, o
determine wnether z carrier that buys unbundled network elements
is predominantly facilities based. A direct comparison cf costs
ratner than reventuss would provide a more reliable estimats of
the extent to which a carrier is facilities based  Mr. Jennings

addresses the mechanics of a relative-LRSIC analysis in ICC Staft
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Ex. 4.02. For a carrier that provides service using a mix of
facilities-pased sesrvice, unbundled loops, and resale, a weightad
average can pe cittained. If a relative-LRSIC analysis indicates
that a new entrant owns facilities that cost over half the total
cost of providing exchange service, the Commission can conclude
that the entrant Is predominantly facilities-based.

Q. Has ‘Staff performed a relative-LRSIC~analysis for TCG, MFS,
and CCT?

A, We are finalizing such an analysis, and plan to provice
results shortly.

Section 271 (c) (1) '3}

Q. Has Ameritech Illinois regquested to amend its SGAT since it

supplemental rebucttal testimony was filed in this proceszding?

A. Yes. On December 24, 1596, Ameritech Illinois filed a

Motion in Docket 25-0491 reguesting that an amended SGA

allcwed to go intc effect in less than 60 days, subjec:

-
(SR

further review pursuant to Section 252(f) (4) of the 1536 Act.

[
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The Moticn states tnat tn2 oroposed amendments to the 3SGA
conform its terms, ccnditicns and prices to the outcome of the

AT&T arbitration decision in Docket 95 AB-C03/004.

Q. Has Ameritech Illincis reflected this proposed amendment In
its filings in Docket 96-04047
A. The revisions to Schedule 1 to AI Ex. 2.2 that Ameritecnh

Illincis submitted on December 20, 1996 appear to update the SGAT

information to conform with the propcsed amendment. However, 1t
arpears that Schedule 5 to AI =Zx. 2.2 may rneed some modificacicns
as well.

Q. Has Staff analyzed the currently effective SGAT and the

proposed revisions?

A. Staff has focused on the proposed revisions rather than the
currently effective SGAT. We describe some of our initial
findings and concerns in our supplemental rebuttal testimony.
However, we expect to conduct a more thorough raview in Ccckst
96-0491.

I recognize that the proposed SGAT is very similar to the
Ameritech-AT&T agreement submitted for approval in Docket 96 AA-
001. I also recognize that the standards set forth in Secticn
252 (e) (2) (B) for agreements and Section 252(f) (2) for statements
both refer to Section 251, Section 252{(d) and the applicable FCC
regulations. However, even :if the Commission approves ths

Ameritech-AT&T agreement and further assuming that the standards
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